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Re: Public calls for “ Draft tool determine the weighted average cost of capital (WACC)

I welcome the Executive Board’s subject call.  In response, below are suggestions for consideration:
1. Definitions 
It was stated, under the Step 1 of the Draft tool determine the weighted average cost of capital (WACC) (hereafter referred as to Tool), that “the project activity can only be implemented by the project participants and not by an entity other than project participant”. It is not clear that who is the project participant and what is the difference between the project participant and the entity? While the Tool only defined “Legal entity”, what is the entity? And what is the difference between the entity and legal entity?  The difference between the entity and legal entity was being found in the title of Step 1 and Step 2 and somewhere in the Tool.
Due to confusion, it is suggested that the definitions of the project participants and the Entity should be added to in the section of definition. 
2. Scope and applicability

While the Tool only mentioned to the concepts of “Average cost of debt financing and Average cost of equity financing”, how to determine the cost of equity or the cost of debt as discussed in this section?

3. Methodology procedure
Symbols of Kd and Ke is not identical in the equation 1 and its explanations (kd and ke). It should be made consistent through the Tool.
4. Step 1
While the title of this Step stated that “Determine whether r is estimated based on the situation of the entity undertaking the project activity”, the content stated that “The project activity can only be implemented by the project participants and not by an entity other than project participant,” It seems to be very difficult to understand who will take responsible to implement the project activity, the entity or the project participants? What is the difference between the Entity and the project participant?
Due to potential lack of data sources available in some least developed and developing countries, it is suggested that an annex including default values for equity return or corresponding values used for calculation of equity return should be added in the Tool. This will facilitate the CDM developers or the project participants in developing CDM projects as well the DOEs in validating and verifying values used for estimate of WACC. Moreover, it will be useful for the DOEs to cross-check with the data used by the project participants for calculation of WACC in each country. 
It is observed in Vietnam that the data sources used for estimate of equity return by CDM consultants is confidential and not identical and not transparent, resulting in some different equity return rate in the same sector with the same country risk worked out by each CDM consultant at the same time is very indistinct. 
Therefore, it is crucial to publish default values which are considered foolproof for figuring out WACC in countries where reliable, confident and public data sources are not available and in-accessible. 
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